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A  New  Look  at  Work  Motivation;  Theory  V 


Abstract 

It  is  argued  that  both  Theory  X  and  Theory  Y  and  Maslow's 
theory ,  which  is  taken  as  the  foundation  of  Theory  Y,  are  in¬ 
adequate  to  account  for  the  basic  phenomena  of  work  motivation. 
Theory  V  (based  on  the  concept  of  values)  is  proposed  as  alter¬ 
native.  This  theory  consists  of  six  propositions  concerned 
vith  the  issues  of:  the  role  of  needs  and  values  in  guiding 
action;  the  role  of  value  attainment  in  job  satisfaction  and 
productivity;  the  role  of  money  and  goal  setting  as  motivators 
of  job  performance;  techniques  for  motivating  the  utilization 
of  knowledge  in  implementing  goals;  and  the  role  of  social  fac¬ 
tors  as  motivators  and  demotivators  of  job  performance. 


Conventional  wisdom  in  organizational  psychology  and 
organizational  behavior  holds  that  the  old  "Theory  X"  view 
of  work  motivation  is  outdated  and  must  be  replaced  by 
•Theory  Y"  (McGregor,  1957/1970).  Theory  Y  is  based  on  (or 
held  to  be  compatible  with)  Maslow's  need  hierarchy  theory 
of  human  motivation  which  is  widely  believed  to  be  valid 
(Mas low,  1954). 

I  would  like  to  suggest  that  the  time  has  come  to 
replace  these  shop-worn  theories  with  a  more  up  to  date 
view  based  on  recent  developments  in  the  field  of  work 
motivation.  Before  presenting  this  new  view,  let  us  consider 
the  problems  with  the  older  views. 

Theory  X  assert 's  that  the  average  man  is  naturally  lazy, 
has  little  ambition,  seeks  to  avoid  responsibility  and  is 
indifferent  to  organizational  needs.  Thus  management  must 
direct  and  control  employee  actions.  Without  such  direction 
and  control,  in  this  view,  employees  would  be  passive  and 
resistant  to  organizational  needs.  Control  is  achieved  through 
the  use  of  reward  (e.g.,  money)  and  punishment. 

Theory  Y,  in  contrast,  holds  that  peopleware  not  naturally 
lazy  or  disinterested  in  work  but  are  only  made  so  by 
organizational  conditions.  It  asserts  that  work  is  natural 
and  that  the  desire  to  take  responsibility  is  present  in  all 
people.  It  argues  that  management's  job  is  to  arrange  conditions 
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60  that  workers  will  achieve  their  own  goals  by  attaining 
organizational  objectives.  Theory  Y  techniques  would  include; 
job  enrichment  (delegation) ,  decentralization,  management  by 
objectives,  and  participation. 

Maslow's  theory  asserts  that  man  is  motivated  by  basic 
needs  which  exist  in  a  hierarchy.  When  frustrated,  physi¬ 
ological  or  bodily  needs  take  precedence  over  all  others  until 
they  are  reasonably  satisfied.  When  these  are  satisfied,  they 
no  longer  motivate  action  and  safety  needs  become  most  potent, 
followed  in  turn  by  social  needs,  self  esteem  (ego)  needs,  and 
the  need  for  self  actualization  (  a  concept  which  is  never 
defined  clearly;  Locke,  1976).  According  to  Maslow  people 
value  or  want  what  they  need,  so  that  their  actual  wants  will 

correspond  to  this  need  hierarchy, 

While  Maslow's  theory  was  not  offered  specifically  as  a 
theory  of  work  motivation,  it  has  been  interpreted  as  being 
applicable  to  work.  Thus  it  is  widely  argued  that  Theory  X  is 
no  longer  useful  because  it  is  based  on  appeals  to  the  lower 
order  (physiological  and  safety)  needs  which  are  routinely 
satisfied  among  today’s  workers.  In  contrast  it  is  claimed 
that  Theory  Y  is  more  useful  because  it  is  based  on  appeals  to 
man's  higher  order  (e.g. ,  ego)  needs  which  are  typically 

frustrated  by  modern  orgamizations. 

the  above  view  has  a  certain  elegant  simplicity , 
it  begins  to  fall  apart  as  soon  as  one  examines  it  closely. 

For  example,  consider  the  following  groups  of  questions  which 
these  theories  leave  unanswered. 

1,  If  Theory  X  stresses  direction  and  control,  does  this  imply 
that  Thepry  Y  does  not?  If  not  how  does  a  Theory  Y  boss 
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insure  that  the  work  gets  done?  Isn't  management  by  objec¬ 
tives,  for  example,  a  method  of  direction  and  control? 

2.  Does  Theory  Y  eschew  the  use  of  reward  and  punishment? 

If  so,  what  does  this  mean?  Is  good  performance  ignored?  Is 
firing  prohibited?  Is  merit  pay  2d>andoned? 

3.  Theory  Y  implies  that  man  is  not  naturally  lazy  but  only 
seems  so  when  organizational  conditions  fail  to  motivate  him. 

Isn't  this  saying  the  same  thing,  at  root,  as  Theory  X,  i.e., 
that  workers  will  not  be  motivated  unless  appropriately  directed, 
and  rewarded? 

4.  Does  Theory  Y  really  mean  to  imply  that  all  employees  want  more 
responsibility?  This  does  not  seem  to  square  with  the  fact  of 
individual  differences  (e.g.,  many  employees  do  not  want  promotions). 

5.  If  under  Theory  Y,  workers  are  motivated  to  work  by  allowing 
them  to  attain  their  goals  through  attaining  the  organization's 
goals,  isn't  this  just  what  is  implied  by  Theory  X,  viz.  that 
employees  will  be  indifferent  to  organizational  needs  unless 
achieving  those  needs  gets  them  something  they  want,  e.g., 
rewards? 

6.  How  can  one  argue  that  basic  needs  are  routinely  satisfied 
among  workers  today  when  unemployment,  temporary  layoffs, 
shortened  work  weeks  and  even  salary  cuts  are  routine? 

7.  If  money  only  leads  to  the  satisfaction  of  lower  order  needs, 
at  what  point  does  the  transition  to  higher  order  needs  occur,  e.g.. 
When  an  employee  sinply  has  a  roof  over  his  or  her  head  and  three 
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meals  a  day?  If  he  or  she  wants  a  nicer  house  than  the  present 
one,  is  he  or  she  working  for  lower  order  or  higher  order  needs? 
An  what  of  the  desire  for  wall  to  wall  carpeting?  Better  cuts 
of  meat?  A  new  kitchen?  A  swimming  pool?  A  second  or 
third  car?  Money  to  use  for  eating  out  a  nice  restaurants? 

Money  for  the  children's  education  and  a  summer  home?  If 
money  only  satisfies  lower  order  needs,  why  do  executives  place 
so  much  importance  on  their  compensation  package?  What  is  the 
attraction  of  executive  bonus  schemes?  If  money  ^  relevant 
to  higher  order  as  well  as  to  lower  order  needs,  then  wouldn't 
money  have  to  be  an  ingredient  of  Theory  Y  as  well  as  Theory  X? 

8.  If  man's  needs  are  satisfied  only  in  hierarchical  order, 
how  are  we  to  explain  a  typical  employee's  daily  activities, 
which  seem  to  involve  the  satisfaction  of  all  types  of  needs  and 
in  many  possible  orders? 

9.  What  is  the  evidence  that  individuals  can  only  satisfy 
their  needs  in  one  fixed  order?  Don't  people  differ  enormously 
in  what  they  consider  important?  Aren't  there  substantial 
options  available  regarding  which  needs  an  individual  will 
give  priority? 

10.  How  can  one  argue  that  people's  values  (wants)  correspond 
to  their  needs  when  so  many  people  are  unhappy  and  not  in 
control  of  their  lives  (e.g.,  alcoholism,  drug  addition,  marital 

discord,  mental  illness,  suicide  etc.) 

These  questions  and  contradictions  suggest  the  need  for 
a  new  approach  to  the  subject  of  work  motivation. 
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I  will  call  this  new  approach  Theory  V  because  it  is  based 
primarily  on  the  concept  of  values.  It  consists  of  six  major 
propositions  which  represents  my  summary  and  integration  of 
what  is  known  about  work  motivation  based  on  several  decades 
of  theorizing  and  research  by  numerous  investigators  .  These 
propositions  do  not  specify  every  known  phenomfinon  or  flnaing 
in  the  area  of  work  motivation;  rather  they  identify  broad 
essentials  which  are  posited  as  the  foundations  for  a  more 
complete  theory. 

Proposition  1.  People  are  motivated  at  root  by  needs,  but  their_ 
specific  choices  and  actions  are  motivated  by  values_^ 

Needs  are  the  starting  point  of  motivation  simply  because 
of  the  nature  of  life.  Needs  are  conditions  required  for  a 
living  organism's  survival  and  well  being.  Life  is  a  conditional 
process;  if  a  living  organism  fails  to  take  the  actions  required 
by  its  nature,  it  sickens  or  dies.  When  an  organism's  needs  are 
frustrated,  it  feels  pain  or  discomfort.  When  its  needs  are 
fulfilled,  it  experiences  a  state  of  health  and  well  being  (i.e., 
happiness).  When  needs  are  frustrated,  an  organism  is  motivated 
to  act,  although,  for  a  variety  of  reasons  (e.g. ,  lack  of  knowledge, 
feelings  of  hopelessness)  it  may  not  actually  do  so.  Needs  are 
not  always  fulfilled  in  direct  response  to  frustration,  however; 
action  may  be  taken  in  anticipation  of  future  states,  including 
the  anticipated  pleasure  of  need  fulfillment. 

Human  needs  can  be  divided  into  two  basic  categories, 
physical  needs,  the  requirements  of  a  healthy,  properly 
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functioning  body;  and  psychological  needs,  the  requirements  of 
a  healthy,  properly  functioning  mind  or  consciousness. 

The  bodily  needs  include,  food,  water,  air,  temperature, 
tissue  integrity  letc.  The  psychological  needs  include  self 
esteem,  efficacy,  pleasure,  growth,  love  and  friendship. 

It  must  be  stressed  that  in  reality  these  two  sets  of 
needs  are  not  independent  as  Maslow  implies.  If  an  individual’s 
mind  is  not  functioning  properly,  it  threatens  his  or  her 
physical  well  being  (e.g.,  as  in  the  taking  of  foolish  risks, 
alcoholism,  depression,  etc.)  It  is  through  the  proper  use  of 
one’s  mind  that  are  identifies  one’s  needs  and  determines  the 

means  to  satisfy  them. 

On  the  other  side  of  the  same  coin,  if,  for  whatever 
reason,  one's  bodily  health  is  seriously  impaired,  the  satis¬ 
faction  of  one’s  psychological  needs  may  be  difficult  or 
impossible.  For  example,  a  person  suffering  from  starvation 
or  from  a  serious  disease  will  not  be  able  to  grow  and  experience 
pleasure  as  much  as  a  person  who  is  physically  healthy. 

The  evidence  of  introspection  contradicts  the  claim  of 
Herzberg  (1966)  that  physical,  what  he  calls  "animal",  needs 
cause  discomfort  when  frustrated  but  neutral  rather  than 
positive  feelings  when  fulfilled  and  that  the  opposite 
occurs  in  the  case  of  psychological  needs  (Locke,  1976).  For 
example,  a  hungry  person  enjoys  a  good  meal,  just  as  a  thirsty 
person  enjoys  a  drink.  On  the  other  side  of  the  coin,  a  person  whose 
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psychological  needs  are  frustrated,  as,  for  example,  in  the 
case  of  depression,  feels  unhappy,  not  neutral, 

While  an  individual’s  needs  are  the  basic  impetus  to 
action,  they  do  not  tell  a  person  what  action  or  actions  to 
take.  Nor  do  they  necessarily  lead  to  a  "drive"  state  (Cofer 
and  Appley,  1964).  The  only  automatic  result  of  need  frustration, 
as  noted  above,  is  discomfort  or  pain;  this  may  be  physical 
or  psychological  or  both.  To  remove  the  discomfort  the  individual 
must  discover  its  cause  (i.e,,  what  need  is  being  frustrated) 
and  what  course  of  action  is  required  to  satisfy  the  need. 

For  example,  a  hungry  individual  has  to  identify  the  fact  that 
he  or  she  is  experiencing  hxinger  and  discover  some  means  of 
obtaining  food.  Similarly,  a  depressed  or  anxious  person 
must  figure  out  what  emotion  is  being  experienced  and  why  and 
determine  what  actions  to  take  to  make  the  feeling  go  away. 

If  an  individual  lacks  the  requisite  knowledge  or  the  ability 
to  obtain  it,  the  suffering  will  continue. 

As  noted  above,  this  is  not  to  imply  that  all  action  is 
a  response  to  deprivation.  Need-drive  theories  of  motivation 
have  long  been  discredited  (Cofer  and  Appley,  1964;  White,  1959). 
Action  is  not  taken  just  to  avoid  pain  but  also  to  achieve 
pleasure.  Pleasure  is  not  just  a  matter  of  relieving  pain. 

(Locke,  1975). For  example,  a  person  who  completes  a  difficult 
task  successfully  does  not  necessarily  experience  the  relief 
of  not  failing;  there  maybe  only  positive  pride  in  accomplishment. 
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Such  actions  do  fulfill  needs  (e.g.,  pleasure,  self  esteem) 
but  can  be  taken  in  anticipation  of  pleasure  rather  than  in 
response  to  pain. 

This  points  up  a  serious  flaw  in  Maslow's  need  hierarchy 
theory.  Maslow  argues  that  a  regularly  satisfied  need  is 
not  a  motivator,  presumably  because  the  individual  is  not 
regularly  experiencing  any  frustration.  But  this  assumes  that 
people  take  action  only  in  response  to  pain.  If  people  act 
for  positive  pleasure  and  in  anticipation  of  their  needs  then 
a  regularly  satisfied  need  can  be  just  as  motivating  as  a 
frustrated  one.  For  exeunple,  consider  food.  People  who  eat 
three  square  meals  a  day  are  not  necessarily  unmotivated  by 
food:  they  may  look  forward  with  great  anticipation  to  meals; 
may  spend  hours  shopping  for  tasty  foods  and  cooking  favorite 
recipes;  and  may  frequently  dine  out  at  restaurants  of  their 
choice — all  because  they  enjoy  it.  After  a  meal  they  may  be 
satiated,  but  this  is  only  temporary.  Several  hours  later  they 
will  be  highly  motivated  to  eat  once  more,  even  before  they  are 

actually  hungry. 

This  pattern  points  to  a  more  plausible  alternative  to 
Maslow's  hierarchy  concept:  needs  are  ordinarily  satisfied 
cyclically  rather  than  hierarchically.  Consider,  by  way  of 
Bxsxaple,  the  activities  in  a  typical  day  for  a  typical  middle 
class  employee  as  shown  in  Table  1.  Note  that  during  the 
course  of  this  day  all  types  of  needs  are  satisfied.  While 
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there  may  be  a  sequence  of  actions  within  the  cycle,  each 
focused  on  one  or  two  needs,  many  different  sequences  are 
possible  and  the  cycle  itself  is  repeated  again  and  again. 

Insert  Table  1  here 

Meeds  which  arc  chronically  frustrated  may  dominate 
thought  and  action,  but  then  again  they  may  not.  This 
depends  on  numerous  factors  including  whether  the  individual 
knows  what  need  is  being  frustrated  and  whether  the  person 
considers  need  satisfaction  to  be  possible  and/or  important. 

prisoner  of  war  on  a  semi-starvation  diet  may  think  con¬ 
stantly  about  food,  but  an  individual  deprived  of  certain 
vitamins  may  not  know  what  the  problem  is.  person  depriveu 
of  love  may  become  sexually  promiscuous  or  may  repress  all 

desire. 
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Certain  needs  do  require  a  ininiin\jin  degree  of  fulfillment 
for  life  and  action  to  continue;  for  example,  without  air  a 
person  will  die  in  2  to  4  minutes  under  most  conditions; 
without  water  death  will  follow  in  a  matter  of  days,  and 
without  food  death  occurs  in  a  matter  of  weeks.  The  same 
goes,  however,  for  certain  higher  level  or  psychological  needs. 

No  individual  could  live  or  function  with  zero  self  esteem; 
a  person  who  felt  they  were  totally  worthless  or  incompetent 

would  commit  suicide  or  go  insane. 

Beyond  the  minimum  needs  for  continued  survival,  however, 
individual's  have  a  choice  as  to  how  they  will  allocate  thexr 
time,  efforts  and  resources.  That  such  a  choice  exists  and  that 
people  differ  enormously  in  the  choices  they  actually  make  can 

be  observed  by  anyone. 

This  brings  up  another  problem  with  Maslow's  theory:  the 
failure  to  explain  individual  differences.  While  all  people  have 
the  same  basic  needs,  they  do  not  all  act  the  same,  even  within 
the  same  socio-economic  class.  Related  to  this  is  the  easily 
observable  fact  that  all  people  do  not  act  in  accordance  with 
their  needs.  Maslow  (1954)  claims  that  people  typically  value 
what  they  need  but  this  is  contradicted  by  the  existence  of 
large  numbers  of  chronically  unhappy  people,  including  drug 
addicts,  alcoholics,  criminals,  neurotics  and  others  who  seek 

things  which  actually  harm  them. 

These  problems  can  be  resolved  by  positing  another 

motivational  concept:  that  of  value Sj_ 
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Values  are  what  an  individual  "acts  to  gain  and/or  keep" 

(Rand,  1964,  p.25).  They  are  what  the  individual  considers 
good  or  beneficial.  Unlike  needs,  values  are  not  inborn.  Man 
is  bom  tabula  rasa,  without  mental  content.  Values  (and 
knowledge)  are  acquired  through  experience  and  thought.  Since 
people  differ  in  both  their  experiences  (Breer  and  Locke,  1965) 
and  their  thinking,  wide  individual  differences  exist  in  values. 

The  biological  function  of  values  is  to  guide  man's 
choices  and  actions  in  order  to  fulfill  needs.  Thus  the  relation 
of  values  to  needs  is  that  of  means  to  ends.  Values  are  the 

link  between  needs  and  action. 

A  given  individual's  values  do  not  necessarily  result  in 
need  fulfillment* since  individuals  must  acquxre  the  values 
that  guide  their  choices,  there  is  always  the  possibility 
that  they  will  make  errors  in  the  values  they  choose.  As  noted 
above  people  do  not  always  value  what  they  need.  But  even  when 
values  are  irrational  (i.e. ,  self  destructive) ,  they  still 
guide  action. 

Unlike  needs  (excepting  the  ways  previously  mentioned) , 
values  do  exist  in  a  hierarchy.  People  consider  certain  things 
to  be  more  importamt  than  others.  Value  hierarchies  function 
to  allocate  time  and  effort  in  proportion  to  how  important  the 
individual  considers  each  value  to  be.  Without  such  a 
hierarchy  purposeful  action  would  be  impossible.  As  noted 
above  some  restrictions  are  placed  on  such  allocation  in  that  an 
individual  must  satisfy  certain  needs  enough  to  survive,  although 
even  survival  itself  is  a  choice  that  must  be  made.  Time  and 
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effort  can  be  allocated  in  differing  degrees  toward  physical 
and  psychological  needs,  although,  as  noted  earlier  these 
are  not  independent.  Within  each  of  these  categories  there 
are  also  choices.  For  example,  time  may  be  devoted  in  different 
amounts  to  work,  family  and  leisure  and  within  the  sphere  of  work, 
some  people  place  highest  priority  on  making  money;  others 
emphasise  finding  a  secure  job,  and  still  others  are  willing 
to  give  up  higher  earnings  for  the  intrinsic  interest  of  the 
work  (e.g. ,  research  scientists).  In  the  realm  of  moral  values, 
some  individuals  will  sell  their  souls  for  a  few  dollars 
while  others  would  not  sell  their  integrity  at  any  price.  Some 
people  are  honest  if  it  is  convenient  but  will  sacrifice  it  for  money 
or  power,  while  others  are  honest  on  principle  regardless  of 
the  temptations. 

Contrary  to  Maslow,  people  differ  enormously  in  their 
value  hierarchies  (which  may,  of  course,  change  over  time  within 
the  same  individual) .  One  does  not  have  to  perform  an  experiment 
to  prove  the  existence  of  individual  differences.  One  only  has 
to  observe  one's  fellow  human  beings. 

It  is  important  to  note  that,  as  in  the  case  of  needs, 
an  individual  may  not  be  fully  aware  of  his  or ^ her  values 
or  value  hierarchy.  Thus  asking  a  person  what  they  value  will 
not  always  yield  accurate  answers,  even  when  the  individual 
is  honestly  trying  to  give  them.  An  individual's  values  must 
be  Inferred  from  all  available  Information  about  that  person, 
namely  their  words,  their  actions  (especially  patterns  of  actions) , 
their  choices,  their  emotional  reactions  and  responses,  their 


tastes,  etc. 
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If  a  person,  for  example,  claimed  to  value  honesty  but 
lied  frequently,  had  close  friends  who  also  lied,  showed  little 
remorse  when  caught  lying  (except  for  getting  caught  at  it) , 
and  admired  public  figures  and  fictional  characters  who 
•got  away"  with  things,  one  would  not  believe  the  person's 
professed  value  ,  since  they  contradict  all  of  the  other 
information.  Accurate  measurement  of  values  requires  a  multi¬ 
faceted  approach. 

Vfe  are  now  in  a  position  to  show  how  Theory  V  provides 
a  superior  alternative  to  Theories  X  and  Y  regarding  man's 
basic  motivation  to  work.  The  claim  of  Theory  X  that  man  is 
naturally  lazy  and  the  claim  of  Theory  Y  that  work  is  natural 
are  both  misleading  and  incomplete.  The  Theory  V  formulation 
is  that  an  individual  will  work  to  the  extent  that  the  work 
involved  (e.g. ,  the  type  of  work,  place  of  work,  amount  of  work) 
is  perceived  as  furthering  or  facilitating  the  attainment  of  his  or 
her  values  (Vroom,  1964) .  Individuals  may  appear  lazy  because 
they  are  nor  willing  to  work  hard  for  what  is  perceived  as  very 
little  reward.  On  the  other  hand,  work  is  natural  in  the  sense 
that  all  people  have  needs  to  satisfy  and  most  people  find  that 
they  can  attain  values  and  fulfill  needs  through  working  at  some¬ 
thing.  People  differ  in  the  kind  of  work  they  choose  and  in  how 
hard  they  work  at  it,  because  they  differ  in  their  values  and 
value  hierarchies,  e.g.,  ambitions. 

No  claim  is  made  that  Individual  traits  account  for  all 
variation  in  human  action.  The  situation  obviously  has  an  impact 
in  that  it  can  limit  or  encourage  certain  actions  and  offer  or  not 
offer  rewards  and  punishments  which  may  be  valued  or  disvalued. 
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For  example,  an  ambitious  employee  who  finds  that  hard  work 
leads  to  rate  cutting  and  layoffs,  may  restrict  output.  An 
unambitious  employee  in  a  different  organization,  on  the 
other  hand,  may  work  very  hard  because  short  term  rewards 
such  as  recognition  are  offered  which  are  highly  valued. 

Proposition  2.  If  an  individual  attains  the  values  he  or  she 
wants  at  work,  job  satisfaction  is  experienced.  If  not,  gob 
dissatisfaction  results.  An  employee  will  exhibit  a  high 
level  of  motivation  to  work  or  produce  only  if  that  is  required 
in  order  to  attain  these  values. 

To  understand  job  satisfaction  one  additional  motivational 
concept  is  needed,  that  of  emotions .  Emotions  are  the  result 
of  value  appraisals  (Arnold,  1960;  Locke,  1976) .  Individuals 
experience  positive  emotions  when  an  object  or  situation  is 
perceived  as  furthering  the  attainment  of  their  values;  they 
experience  negative  emotions  when  an  object  or  situation  is 
perceived  as  threatening  of  negating  their  values.  Thus,  for 
example,  if  an  employee  wants  a  pay  raise  and  gets  it,  there 
is  a  feeling  of  satisfaction;  if  no  pay  raise  is  received, 
there  is  a  feeling  of  dissatisfaction  and  perhaps  anger. 

While,  as  noted  above,  individuals  differ  in  their  values, 
there  are  certain  broad  slmiliarities  among  employees  with 
repsect  to  what  they  want  from  their  jobs  based  on  identical 
underlying  needs.  These  generally  held  job  values,  as  I  call 
them,  are  summarized  below  (mudi  of  the  following  information 
can  be  found  in  Locke,  1976;  see  also  Gruneberg,  1979) . 
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(a)  work,  in  the  realm  of  the  work  itself,  most  employees  value: 

_ teres  ting  work.  No  theory  has  been  developed  to  account  for 

interests,  though  they  may  etem  in  part  from  early  experiences 
and  past  success.  People  differ  in  what  they  consider  to  be 
interesting,  but  they  axiomatically  value  interesting  work  over 
uninteresting  work.  The  underlying  need  is  the  need  for  pleasure. 

_ success.  People  value  succeeding  and  dislike  failing  in  their 

work  tasks.  Success  and  failure  pre-suppose  a  specific  standard 
of  accomplishment,  e.g.,  reaching  a  production  goal,  mastering  a 
new  task,  meeting  a  deadline,  achieving  a  profit  figure.  The 
ultimate  value  involved  is  that  of  achievement  and  the  needs  are 
efficacy  and  self  esteem.  People  need  to  feel  that  they  are 
competent,  that  they  can  do  things,  that  they  can  cope  successfully 

with  the  real  world. 

_ growth  and  responsibility.  Many,  though  not  all,  employees 

want  to  learn  new  skills,  develop  new  competencies,  gain  new 
responsibilities  and  increase  their  autonomy.  While  growth  is 
a  need,  all  people  do  not  value  it  to  the  same  degree.  It  is 
probably  valued  most  highly  by  those  in  the  middle  class. 

_ goal  or  role  clarity.  Employees  want  to  know  just  what  is 

expected  of  them  in  their  job;  they  dislike  ambiguity,  especially 
when  not  understanding  what  their  bosses  expect  them  to  accomplish 
leads  to  a  poor  or  disappointing  performance  evaluation  .  This 
value  is  probably  tied  to  the  need  for  efficiacy. 

—feedback.  Both  success  and  goal  clarity  are  facilitated  by 
feedback  or  information  regarding  whether  one  is  doing  the 
right  thing  and  whether  one  is  performing  up  to  par.  Feedback 
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can  be  provided  by  means  of  a  work  measurement  system,  periodic 
discussions  with  the  supervisor,  contacts  with  the  recipients 
of  the  employee's  work  and  other  means.  Feedback  is  a  means  to 

value  and  need  fulfillment. 

(b)  Pay.  In  the  realm  of  pay  most  employees  want: 

—fairness  or  equity.  Employees  want  to  be  paid  in  proportion 
to  their  contribution  in  relation  to  what  other  employees  are 
receiving  for  their  contributions.  For  example,  they  resent 
it  when  the  office  "goof  off"  gets  the  same  raise  as  hard 
working  conscientious  employees.  With  respect  to  comparisons 
outside  the  organization,  employees  want  to  be  paid  at  least 
the  market  price  for  their  job.  The  basic  value  is  that  of 
justice,  which  also  could  be  considered  a  social  need. 

—enough  to  meet  expenses.  In  addition  to  fair  pay  in  a 
relative  sense,  employees  want  enough  to  meet  their  expenses. 

An  employee  could  conceivably  argue  that  the  pay  level  was 
fair  relative  to  other  enployees  but  that  it  was  still  not 
enough  to  pay  the  bills.  Clearly  physical  needs  are  involved 
here  as  well  as  the  need  for  pleasure. 

-job  security.  Employees  prefer  job  security,  which  sctually 
means  pay  security,  to  being  faced  with  frequent  or  unpredictable 
layoffs.  It  is  not  clear  that  this  value  is  actually  a  need; 
it  may  be  associated  (inversely)  with  level  of  self  esteem, 
—fringe  benefits.  AS  in  the  case  of  pay  employees  want  fringe 
benefits  comparable  to  what  others  in  similar  jobs,  occupations 
and  institutions  are  getting,  and  they  also  want  the  benefits 
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to  be  as  generous  as  possible,  individuals  differ,  however, 
in  what  particular  benefits  they  prefer  and  these  desires 
may  change  over  time.  For  example,  young  employees  may  prefer 

aubtantial  annual  leave  and  life  insurance  while  ol'ler  ewnioyees 
may  place  more  importance  on  medical  and  pension  benefits. 

(c)  Promotions 

—fairness  or  equi^.  As  in  the  case  of  pay ,  employees  want 
the  promotion  system  to  be  administered  fairly  and  objectively. 
Justice  is  again  the  underlying  issue. 

-■clarity.  They  also  want  the  systeri  itself  to  be  clear; 
they  want  to  know  what  one  has  to  do,  e.g.,  what  skills,  what 
achievements,  what  experience,  to  get  promoted.  Like 
feedback,  such  clarity  is  a  means  to  an  end,  i.e.,  actual 
promotion . 

—availability.  Even  if  an  employee  thinks  the  promotion 
system  is  fair  and  clear,  he  or  she  still  may  be  dissatisfied 
if  promotions  are  not  available.  The  most  frequent  opportunities 
for  promotion  are  to  be  found  in  larger  growth  oriented 
companies  and  organizations.  One  value  and  need  involved  is 
growth.  Self  esteem  may  also  be  relevant  as  nay  the  need  for 
efficacy  and  the  opportunity  to  malce  more  money.  It  is  important 
to  recognize  that  all  employees  do  not  want  to  be  promoted  or 
at  least  not  indefinitely.  Higher  level  jobs  are  more  stressful 
and  may  not  pay  a  great  deal  more  than  lower  level  jobs.  Some 
people  do  not  feel  capable  of  higher  levels  jobs,  especially 
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if  they  feaur  managerial  responsibility  and  the  need  to 
constantly  resolve  conflicts.  Even  those  who  feel  up  to  the 
challenge  may  not  think  the  extra  strain  is  worth  what  the 
higher  level  job  pays. 

(d)  Working  Conditions.  People  want  working  conditions 
which  entail  or  promote: 

—convenience?  e.g.,  working  hours  and  locations  which 
fit  in  well  with  their  family  life  style  and  activities 
schedule.  For  example,  this  can  be  achieved  with  respect  to 
hours  of  work  with  flexitime  or  similar  prograuns.  Convenience 
is  a  means  to  the  attainment  of  other  values  and  needs. 

—safety?  employees  do  not  want  conditions  which  threaten 
their  physical  health  and  well  being,  e.g.,  dangerous  chemicals, 
gasses,  explosives. 

—facilitation  of  work?  employees  want  equipment,  resources, 
help  etc.  that  facilitate  rather  than  impede  the  successful 
accomplishment  of  their  work  tasks. 

(e)  Co  workers 

—similar  values?  employees  feel  most  at  home  with  co-workers  who 
share  their  values  and  interests  because  they  are  better  able 
to  fulfill  their  friendship  needs  with  those  who  are  like  them. 
—work  facilitation;  to  the  degree  that  doing  a  good  job  is 
important,  employees  prefer  co-workers  who  can  facilitate  task 
accomplishment,  which  means  who  are  cooperative,  competent  and 
motivated. 
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(f )  Supervision  and  Leadership 

—•consideration;  employees  want  supervisors  who  are  considerate 
of  their  desires,  feelings,  preferences  etc.;  recognize  and 
give  credit  for  good  performance;  listen  to  their  ideas,  are 
tactful  etc.  i.e.,  they  like  bosses  who  give  them  what  they 
want  or  value. 

_ recognition;  employees  want  credit  and  praise  for  a  job  well 

done;  they  do  not  like  their  accomplishments  to  be  ignored,  taken 
for  granted  or  denied.  Recognition  fulfills  the  need  for 
justice  and  also  provides  feedback  and  role  clarification. 

Most  employees  react  defensively  to  criticism  because  it 
threatens  their  self-esteem. 

_ competence.  This  is  known  as  "expert  power"  in  the 

literature  (e.g.,  see  Yukl,  1981),  but  the  issue  is  not  that  all 
supervisors  and  managers  have  to  be  experts,  but  only  that 

they  know  what  they  are  doing.  Usually  they  should  know  more 
about  the  job  than  their  subordinates  since  they  are  giving 
^heir  subordinate  orders  and  evaluating  their  performance. 
Employee  dislike  being  told  what  to  do  by  someone  who  does  not 
know  the  job  as  well  as  they  do,  and  competent  supervisors  are 
able  to  facilitate  the  work  of  their  subordinates  rather  than 
impeding  or  ignoring  it. 

—fairness.  People  want  their  bosses  to  be  fair  in  every  aspect 
of  their  jobs,  e.g.,  in  allocating  work,  in  giving  rewards,  in 

performance  appraisal,  in  granting  favors.  Again  the  basic 

* 

issue  is  one  of  justice.  People  may  differ,  of  course,  in  their 
standard  of  what  constitutes  fairness. 
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— honesty.  Related  to  fairness  is  the  trait  of  honesty. 

Employees  dislike  supervisors  who  lie  to  them,  medce  false 
promises,  or  tell  different  employees  totally  different  stories 
about  the  same  issue.  Managerial  dishonesty  threatens  all 
the  values  which  the  manager  can  control  vis-a-vis  the 
subordinate. 

(g)  Organizational  yolicies 

—respect.  Most  fundamentally  employees  want  the  organization's 
policies  to  reflect  respect  for  them  as  persons  which  means 
respect  for  their  values.  This  is  demonstrated  in  a  number  of 
ways,  e.g.,  through  consistently  honest  practices  and  commu¬ 
nications?  through  attempts  to  develop  and  maintain  a  fair 
reward  system  and  to  foster  job  security?  through  encouraging 
two  way  communication  which  includes  employees ' 

ideas  regarding  the  job  and  their  concerns  regarding  organization 

policies  and  practices?  and  through  the  absence  or  abolition 
of  petty  rules  and  regulations  which  make  the  employees  feel 
like  they  are  children. 

—competence.  As  in  the  case  of  supervisors,  employees  like 
to  work  for  an  organization  that  is  competent,  i.e.,  one  that 
can  get  things  done,  that  is  well  organized,  that  pleases  its 
customers,  that  makes  a  good  quality  product.  No  one  wants  to 
work  for  a  loser.  The  employee  wants  an  organization  that  is 
worth  valuing  and  which  can  get  values. 

An  employee  who  gets  all  or  most  of  the  above  values  from 
the  job  will  usually  be  satisfied  with  it.  As  a  result,  the 
employee  may  be  less  likely  to  be  absent  or  late,  less  likely 
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to  quit*  will  be  less  tempted  to  join  a  union  and  V7ill  have  a 
positive  attitude  toward  cooperating  with  the  organization 
(Locke,  1976). 

However,  this  feeling  of  satisfaction  does  not  mean  that 
the  employee  will  necessarily  '«*ork  harder.  If  the  organization 

gives  the  employee  everything  he  or  she  wants  but  does  not  make 

* 

the  employee  work  hard  to  get  it,  high  job  satisfaction  could 
be  accompanied  by  low  productivity.  Contrary  to  some  inter¬ 
pretations  of  Theory  Y,  allowing  employees  to  fulfill  needs 
will  not  by  itself  guarantee  high  performance.  High  performance 
will  occur  (ass\aning  there  is  sufficient  ability  on  the  part  of 
organization  members)  when  at  least  some  of  the  job  values  can 
be  attained  only  when  performance  is  high.  Most  importantly, 
p>erfomance  goals  must  be  high  and  rewards  to  some  extent  must 
be  contingent  on  attaining  such  goals.  The  next  two  propositions 
pertain  to  the  role  of  money  and  goals  in  motivating  high 
performance. 

Proposition  3.  The  fundamental  value  which  an  orgamization  can 
offer  employees  in  return  for  their  efforts  is  money,  because 
money  is  instrumental  in  satisfying  (directly  or  indirectly)  all 
of  their  needs,  including  so  called  higher  level  needs. 

It  is  a  serious  error  to  assume  that  money  is  only  relevant 
to  the  fulfillment  of  peoples'  lower  order  needs  (and  associated 
values).  In  the  first  place,  a  clear  separation  of  lower  and 
higher  order  needs  is  not  always  possible;  in  most  actions  both 
are  involved.  For  example,  when  an  individual  buys  food,  what 
part  of  the  piurchase  involves  lower  order  and  which  part  involves 
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higher  order  needs?  When  a  man  buys  hamburger  instead  of  spam? 
When  a  woman  buys  steak  instead  of  hamburger?  Are  bananas  a 
necessity  or  a  luxury  bought  because  they  taste  good?  What 
about  bread?  Is  Wonder  bread  a  necessity  and  biscuits  a 
luxury?  What  of  fresh  versus  frozen  broccoli?  And  what  about 
going  out  to  McDonald's  versus  staying  home?  Or  what  about 
going  out  for  pizza  or  to  a  steak  house  instead? 

jjj  the  realm  of  clothing »  how  much  of  a  clothing  budget 
of  even  poor  families  is  spent  on  getting  sufficient  bodily 
coverings  to  maintain  health  and  survival  and  how  much  is  spent 
on  finding  clothes  that  are  attractive  and  colorful? 

In  buying  a  house,  are  lower  order  needs  involved  only 
up  to  the  point  that  there  are  four  walls,  heat  and  a  roof 
that  does  not  leak?  If  so,  what  percentage  of  people  actually 
buy  shelter  with  only  these  criteria  in  mind? 

In  all  of  these  situations,  it  is  difficult  to  say  what 
part  of  the  expenditures  go  solely  towards  bare  physical  survival 
and  what  part  pertain  to  psychological  needs. 

Second,  satisfaction  of  subsistence  needs  does  not  stop 
people  from  spending  more  and  more  money  in  these  so  called 
subsistence  categories  as  they  become  more  wealthy.  A  business 
executive  may  want  to  replace  his  or  her  $150,000  house  with 
a  $300,000  house  just  as  much  as  a  poor  construction  worker  wants 
to  move  out  of  an  apartment  into  a  $50,000  house.  Similarly, 
newly  wealthy  people  may  buy  $600  suits  instead  of  the  $100 
suits  they  used  to  buy,  just  as  waitresses  may  buy  $20  slacks 


23 


instead  of  $10  ones  as  their  earning  increase.  Hot  dogs  and 
beans  may  be  replaced  by  hamburger,  then  steak  and  then  gourmet 
food  cooked  by  a  maid  as  income  increases  to  higher  and  higher 

levels . 

Third,  money  is,  in  fact,  directly  relevant  to  the  indi¬ 
vidual's  higher  order  needs.  The  connection  is  not  always  as 
direct  as  in  the  case  of  subsistence  needs,  but  money  still 
helps  to  fulfill  psychological  needs  and  their  associated  values 

For  example,  while  money  cannot  buy  (genuine)  friendship 
or  love  it  can  provide  the  means  to  meet  friends  and  lovers 
since  it  affects  where  you  can  go  (e.g.,  resorts,  country  clubs, 
restaurants)  and  it  provides  the  means  by  which  friendships  and 
romances  can  be  celebrated,  (e.g.,  going  out  to  dinner  or  the 
theater,  spending  vacation  time  at  a  hotel  or  resort,  buying 
attractive  clothes,  or  a  nice  house,  or  a  comfortable  car,  etc.) 

While  it  is  not  rational  to  base  one's  self  esteem  on 
the'  amount  of  money  one  earns,  there  are  people  who  tiry  it. 

But  even  for  a  rational  person,  there  is  a  connection.  Genuine 
self  esteem  is  based  on  the  proper  use  of  one's  mind  (e.g., 
rational  decision  making);  to  trust  one’s  mind  one  must  use 
it  to  guide  one's  choices  and  actions  toward  some  purpose. 

The  act  of  earning  a  living  is  one  crucial  expression  of  the 
productive  use  of  one's  mind.  One  can  derive  genuine  self 
esteem,  not  from  the  amount  of  money  are  makes  as  such,  but 
from  the  knowledge  that  whatever  one  makes,  one  has  earned  it. 
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Earning  money  is  also  an  expression  of  self  esteem;  it  reflects 
the  conviction  that  one's  efforts  are  worth  something »  that 
one  is  capable  of  trading  value  for  value  with  other  people. 

Maslow's  concept  of  self  actualization  has  never  been 
defined  intelligibly,  but  if  one  takes  it  to  refer  to  things 
one  would  "really*  like  to  do  in  life,  e.g.,  start  an 
orphanage,  turn  a  hobby  into  a  full  time  career,  quit  one's 
job  and  sail  around  the  world,  start  a  political  action  group, 
publish  a  newsletter  etc.  then  it  is  obvious  that  money 
would  be  helpful  if  not  absolutely  necessary  in  order  to 
implement  such  goals. 

The  role  of  money,  however,  does  not  stop  there.  Activities 

like  taking  courses  to  expand  one's  knowledge,  sending  one's 
children  to  good  schools,  taking  piano  lessons,  planting  a 
garden  and  thousands  of  other  activities  that  do  not  fall 
clearly  into  any  of  Maslow's  major  need  categories  require  money. 

In  addition  to  all  the  above,  money  is  valued  for  things 
other  than  what  it  can  buy  directly.  For  an  employee  money 
serves  also  as  a  symbol  of  accomplishment  and  as  a  measure  of  the 
justice  or  fairness  of  the  organization's  reward  system.  For 
those  who  value  achievement  in  the  free  market,’  it  is  a  feedback 
device  for  measuring  degree  of  task  accomplishment. 

In  view  of  all  this,  it  is  ludicrous  to  claim  that  money 
is  relevant  only  to  the  individual's  lower  order  needs.  Money 
is  relevant  to  all  levels  of  needs.  It  is  a  store  of  value 
and  the  means  to  obtain  all  values  which  can  be  bought.  In 
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expectancy  theory  (Vroom,  1964)  terms,  money  is  the  most  instrumental 
’Of  all  work  outcomes.  In  this  respect  no  other  organizational 
incentive  compares  to  it.  A  pat  on  the  back  and  more  autonomy  are 
nice  i)ut  they  won't  pay  the  rent  or  for  a  vacation. 

Money  can  serve  as  an  incentive  with  respect  to  every 
aspect  of  organizational  functioning:  it  can  be  used  to  recruit 
new  employees,  to  reduce  absenteeism,  to  cut  turnover,  to 

increase  morale,  and  to  raise  productivity. 

The  importance  of  money  can  also  be  demonstrated  in  reverse: 

just  imagine  totally  removing » one  at  a  time,  every  incentive  used 
by  organizations  and  imagining  the  consequences.  If  one  removed 
money,  the  consequence  would  be:  no  employees!  The  same  is  not  true 

of  any  other  incentive. 

For  money  to  effectively  motivate  performance  at  least  five 
major  conditions  must  be  fulfilled  (for  a  detailed  discussion 
see  Lawler,  1971): 

(1)  the  amouht  of  money  offered  must  be  sufficiently  large 
to  make  the  extra  effort  worthwhile?  usually  this  requires  at 
least  5  to  10%  more  money  than  the  employee  was  making  previously? 

(2)  the  employee  must  not  lose  values  by  working  for  the 
incentives,  e.g. ,  in  the  form  of  rate  cutting,  layoffs,  physical 
injuries,  or  condemnation  by  fellow  workers? 

(3)  performance  must  be  measurable? 

(4)  the  employee  must  clearly  understand  how  the  incentive 
system  works?  and 

(5)  the  employee  must  be  able  to  control  the  performance  or 
outcomes  on  which  the  payments  are  based. 
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When  these  conditions  are  fulfilled  money  can  be  an 
extremely  powerful  motivator  of  performance.  Organizational 
studies  of  incentives  have  shown  that  individual  incentive  plans 
have  improved  work  performance  by  a  median  of  30%  and  group 
plans  by  15%  to  20%  (Locke,  Feren,McCaleb,  Shaw  and  Denny,  1981). 
These  figures  are  higher  than  for  any  other  work  incentive 
(e.g.,  goal  setting,  participation.,  job  enrichment). 

The  assertion  that  people  v’ork  for  money,  made  by,  among 
others,  Frederick  Taylor,  the  founder  of  Scientific  Management, 
may  not  be  a  complete  statement  of  the  reasons  why  people  work 
but  it  is  fundamentally  correct  (Locke,  in  press). 

Theory  V  again  allows  a  more  defensible  (e.g.,  comprehensive) 
formulation  of  the  role  of  money  than  either  Theory  X  or  Theory 
y.  Money  is  a  reward,  a  method  of  control  and  at  the  same 
time  allows  people  to  attain  their  own  goals  and  values  by 
achieving  organizational  objectives  (i.e.,  by  doing  a  good  job). 
Proposition  4.  To  effectively  direct  and  mobilize  the  effort 
an  individual  is  willing  to  put  forth  in  return  for  money,  the 
organization  must  insure  that  employees  strive  for  clear  and 
challenging  goals. 

The  payment  of  money,  properly  administered,  insures  that 
the  employee  will  accept  the  job,  show  up  for  work  and  be  willing 
to  put  forth  reasonable  effort  on  behalf  of  the  organization. 
However,  such  payments  do  not  tell  the  individual  what  has  to 
be  done  bo  earn  the  money.  Money  by  itself  does  not  direct 
employees'  activities  on  the  job. 
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TO  direct  their  actions  and  energies  employees  must  have 
goals.  They  must  know  what  actions  they  are  expected  to  take 
and  what  objectives  they  ate  expected  to  reach.  With  respect 
to  the  relation  between  goals  and  values,  goals  are  mote 
specific,  e.g.,  get  a  $2,000  raise,  and  values  more  general, 

e.g.,  make  money.  Goals  are  both  an  expression  of  values  and  . 

a  means  to  attaining  values. 

Research  on  goal  setting  (summarized  in  Latham  t  Locke,  1979, 
Latham  s  Vukl,  1975,  Locke,  1968,  Locke,  Shaw,  Saari  t  Latham,  1981, 
and  Locke  s  Latham,  in  press)  has  demonstrated  that  goals  regulate 
performance  most  effectively  when  they  are  clear  and  specific, 
preferably  quantitative  (e.g.,  -reduce  costs  by  5%-  rather  than 
"reduce  costs  as  much  as  you  can"). 


The  findings  also  indicate  that  the  highest  level  of  task 
performance  is  obtained  when  goals  are  not  only  specific  but 
challenging.  A  challenging  goal  is  one  that  is  difficult  to 

reach  but  is  ultimately  reachable. 

Goals  affect  performance  in  several  different  ways.  They 

direct  and  guide  attention  and  action,  they  mobilize  an 
appropriate  degree  of  energy  or  effort,  they  prolong  effort  over 
time,  and  they  motivate  the  search  for  revelvant  strategies  or 
actions  plans  when  these  are  needed  to  attain  the  goal. 

While  goal  setting  is  usually  thought  of  in  terms  of 
a  Management  by  Objectives  system,  it  does  not  have  to  be  part 
of  an  MBO  program  in  order  to  motivate  improved  performance. 
Studies  of  goal  setting  in  organizational  settings  have  shown 
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tbal  goals  have  improved  performance  on  the  average  by  at  least  l6,. 
(Latham  and  Locke,  1979;  Locke,  et  al,  1980).  The  effects  of 
goal  setting  are  also  highly  reliable.  Over  90%  of  the  published 
studies  of  goals  setting  have  achieved  positive  results.  These 
studies  have  involved  a  wide  range  of  tasks  and  jobs. 

White  ana  Locke  (in  preas)  in  a  critical  incidents  study 
found  that  goal  setting  and  associated  events  (e.g.,  work 
deadlines,  a  large  backlog  of  work  to  be  completed)  were  more 
frequently  associated  with  high  productivity  episodes  than  any 
other  factor.  Similarly,  lack  of  goals  and  associated  events 
(no  deadlines,  small  backlog  of  work)  were  more  frequently 
associated  with  low  productivity  episodes  than  any  other  factor. 


It  is  often  asserted  that  goals  will  only  be  accepted  if 
they  are  set  participatively ,  that  is,  by  a  joint  decision  on 
the  part  of  supervisor  and  subordinate.  However,  a  large  number 
of  research  studies  indicate  that  this  is  not  the  case  (Locke 
and  Schweiger,  1979).  Participation  by  itself  has  not  been  shown 
to  be  a  very  effective  motivator.  The  average  increase  in 
output  obtained  in  organizational  studies  of  participation  is 
0.5%  (Locke  et  al,  1980).  In  field  and  laboratory  studies 

combined  participation  was  no  more  likely  to  lead  to  higher 
performance  than  to  lower  performance  as  compared  with  non¬ 
participation.  It  appears  that  most  employees  will  accept 
goals  which  are  assigned  to  them,  providing  they  are  reasonable 
goals  and  the  supervisor  or  manager  is  supportive  of  the 
employee.  The  reason  may  be  that  esslgnlng  goals  is  considered 
to  be  a  legitimate  function  of  management.  (The  role  of 
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participation  in  implementing  goals  will  be  discussed  in  the 
next  section). 

The  effectiveness  of  goal  setting  can  be  enhanced  by  its 
association  with  money,  just  as  the  effectiveness  of  money  can 
be  enhanced  by  its  association  with  goal  setting.  Sometimes  • 
money  encourages  or  promotes  employees  to  set  goals ,  since 
reaching  production  goals  can  be  a  means  to  achieve  earnings 
goals.  Also,  money  can  be  paid  in  return  for  goal  achievement, 
as  in  various  types  of  task  and  bonus  systems.  Even  well  known 
group  incentive  plans  like  the  Scanlon  Plan  (Frost,  Wakeley  and 
Ruh,  1974  )  and  Fein's  Improshare  Plan  (Fein,  1977)  have  goals  of 

sorts;  employees  are  paid  based  on  the  degree  to  which  they 
surpass  agreed  upon  plant  wide  performance  standards  (e.g., 
ratio  of  personnel  costs  to  the  value  of  production  in  relation 
to  an  historical  average  in  the  case  of  the  Scanlon  Plan;  time 
taken  to  produce  a  certain  amount  of  work  in  relation  to  an 

historical  average  in  the  case  of  the  Fein  plan).  Further,  money 
helps  get  employees  committed  to  goals  even  if  pay  is  not  tied 
directly  to  performance,  since  people  are  still  being  paid  to 
do  what  the  organization  asks  (Locke  etal.,  1981). 

If  we  add  the  16%  median  improvement  in  productivity 
obtainable  through  goal  setting  to  the  30%  median  increase  obtain¬ 
able  through  individual  incentives,  the  potential  improvement 
from  their  combined  use  is  46%.  For  group  incentives  plus 
goals  the  potential  improvement  is  over  30%.  Clearly  these 
figures  are  of  great  practical  significance.  For  example,  on 
a  national  scale,  if  we  took  only  one  fourth  of  the  lower  figure. 
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of  30%,  these  techniques  could  lead  to  an  increase  in  the  GNP 


of  over  7%1 

The  most  direct  value  achieved  through  goal  setting  is 
that  of  achievement  or  accomplishment,  especially  when  the  goal 
which  is  achieved  is  a  challenging  one.  Since  successful  goal 
attainment  usually  involves  the  productive  use  of  one’s  mind, 
goal  setting  helps  to  fulfill  the  need  for  self  esteem.  Its 
relation  to  efficacy  is  self  evident.  Employees  also  report  that 
trying  for  goals  adds  an  element  of  interest  and  excitment  to 
the  job  (i.e.,  intrinsic  interest,  pleasure).  Finally,  goal 
attainment  leads  to  practical  rewards  like  money. 

The  theory  V  formulation  of  the  role  of  goals,  in  contrast 
to  theories  X  and  Y,  is  that  they  both:  direct  and  control 
activity  and  involve,  as  in  the  case  of  money,  arranging  condi¬ 
tions  so  that  employees  help  the  organization  to  attain  its 


objectives  while  attaining  their  own. 

Proposition  5.  To  motivate  employees  to  bring  to  bear  max^m 
knowledge  when  implementing  goals,  they  must  be  allowed  and_ 
encouraged  to  use  their  own  judgement  (within  the  context  of  their 
knowledge  and  skill)  and  held  responsible  (e.g. ,  through  feedback^. 
for  the  consequences  of  their  decisions. 

It  was  noted  earlier  that  there  is  no  evidence  that 
participation  in  the  setting  of  goals  leads  to  consistently  higher 
.  goal  commitment  and  or  performance  than  non-participation. 

Participation  may  be  helpful,  however,  with  respect  to 


goal  implementation.  Under  MBO  programs,  action  plans,  i.e., 
strategies  for  goal  attainment,  are  supposed  to  be  developed 
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for  each  goal  jointly  by  manager  and  subordinate.  Action  plans 
actually  should  be  set  whenever  goals  are  set  regardless  of 
whether  it  is  done  under  a  formal  MBO  program  or  not. 

The  degree  or  frequency  of  participation,  however,  should 
be  based  on  the  relative  knowledge  of  supervisor  or  manager 
and  subordinate.  If  the  manager  knows  a  great  deal  and  the 
subordinate  very  little,  it  will  be  more  efficient  to  assign 
both  the  goal  and  the  means  to  achieve  it.  This  is,  for  example, 
how  medical  students  are  taught  to  practice  medicine:  do  what 
the  teaching  staff  tells  you  until  you  have  mastered  it.  In 
contrast,  if  the  subordinate  knows  something  that  the  manager 
does  not,  or  if  the  subordinate  has  the  capacity  to  discover 

the  needed  knowledge  with  out  undue  delay  or  damage  to  the  organ¬ 
ization  ,then  it  makes  more  sense  for  goal  implementation  to  be 
planned  jointly  by  manager  and  subordinate. 

In  this  respect  Theory  V  embraces  neither  Theory  X,  which 
advocates  managerial  control,  nor  Theory  Y,  which  advocates 
consistent  participation;  rather  Theory  V  recommends  that 
participation  be  used  depending  on  the  relative  degree  of  know¬ 
ledge  and  competence  of  manager  and  sxibordinate. 

There  are  other  mechanisms  for  bringing  employee  knowledge 
to  bear  on  organizational  problems.  In  contrast  to  participation, 
which  refers  to  joint  decision  making,  decisions  can  be  fully 
delegated  to  subordinates.  Delegation  is  the  essence  of  job 
enrichment  In  that  the  employee  is  given  more  responsibility 
and  autononQ^  in  deciding  how  to  do  the  job.  When  authority  is 
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delegated  to  the  heads  of  a  number  of  organizational  divisions 
or  groups,  it  is  called  decentralization. 

Another  method  for  encouraging  employees  to  use  their 
own  judgement  is  the  suggestion  system.  This  may  be  done 
informally,  as  with,  for  example,  the  use  of  suggestion 
boxes  which  employees  use  whenever  they  happen  to  think  of 

a  useful  idea. 

Suggestion  systems  can  also  be  formalized,  as,  for  example, 
in  the  Scanlon  Plan  which  sets  up  Screening  Committees  and 
Production  Committees  composed  of  representative  from  both 
the  shop  floor  and  management.  These  comir.ittees  consider  and 
approve  ideas  for  improving  work  efficiency  offered  by  their 
members  and  employees  representated  by  corrittee  nsrrbers. 

A  new  development,  imported  from  Japan,  are  Quality  Circles 
which  are  formal  groups  within  each  department  or  work  unit 
designed  to  study  and  resolve  production  and  quality  problems. 

The  developm.ent  of  quality  circles  may  require  extensive  training 
of  the  group  leader,  for  example,  in  the  principles  of  group 
problem  solving  and  in  the  statistical  techniques  needed  to 
inpleinent  quality  control* 

In  cases  where  an  individual  is  given  authority  to 
implement  a  plan  of  action  or  a  suggestion,  steps  should  be 
taken  to  see  that  feedback  is  provided  in  order  to  show  the 
consequences  of  the  course  of  action  taken.  Feedback  is 
typically  a  standard  element  of  job  enrichment  programs  and 
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may  be  one  of  the  major  reasons  why  it  can  improve  performance 
(Locke  et  al.,  1980).  Quality  feedback  is  the  most  common  type 
provided  in  under  job  enrichment  and  quality  improvements  are 
what  are  most  often  found  in  such  studies  (Lawler#  1969/1970) . 

It  has  even  been  foxind  that  goal  setting  itself  is  not 
effective  unless  feedback  is  provided  showing  the  individual's 
progress  in  relation  to  the  goal.  Especially  for  those  who  are 
lagging  behind  the  rate  of  progress  needed  for  goal  success# 
feedback  is  a  signal  to  speed  up.  It  can  also  be  a  signal  to 
try  a  different  strategy#  if  the  one  already  being  tried  is 
not  working. 

Feedback  is  most  helpful  when  it  is  exact  (i.e.#  quantitative) 
accurate  and  timely#  which  means#  provided  as  often  as  needed 
to  monitor#  adjust  or  correct  performance.  Feedback  requires 
that  action  or  the  consequences  of  action,  i.e.#  performance, 
work  products .etc.  be  measured. 

Proposition  6.  Social  relationships  and  incentives  can  have  a 
powerful  impact  on  employee  morale  and  motivation  but  all  must  be 
used  with  utmost  care  because  they  can  work  both  against  as  well 
as  for  organizational  interests. 

Consider#  by  way  of  illustration#  five  social  phenomena 
found  in  every  organization:  modeling#  informal  social  organization 
competition#  cohesion#  and  ccmflict. 

Modeling  is  a  powerful  tool  of  learning  and  training 
(Rosenthal  6  Bandura#  1978)  in  which  a  person  learns  new  skills 
or  acquires  new  attitudes^  habits,  knowledge  or  goals  from 
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observing  others.  One  means  by  which  modeling  improves  performance 
is  by  increasing  expectations  of  self-efficacy  (Bandura,  1977). 
Observing  others  master  a  task  or  problem  can  increase  the 
expectation  that  one  can  master  it  oneself  and  lead  to  actual 
improvements  in  performance. 

However,  the  effects  of  modeling  depends  on  the  models. 

For  example,  employees  who  observe  negative  (inefficacious) 
models  may  lower  their  efficacy  expectations.  Employees  with 
poor  (e.g. ,  authoritarian)  supervisors  may  model  these  supervisors’ 
behaviors  thinking  that  this  is  the  way  to  get  ahead  in  the 
organization.  Thus  organizations  must  insure  that  employees 
have  models,  especially  supervisory  models,  who  project  both 
competence  and  the  managerial  philosophy  of  the  organization. 

In  all  organizations  networks  of  informal  relationships 
develop  which  supplement  the  relationships  specified  by  the 
formal  organization,  i.e.,  the  organization  chart  (Roethlisberger 
&  Dickson,  1939/1956;  Taylor,  1911/1967).  Such  relationships 
are  indispenslble  for  efficient  organizational  functioning 
because  no  organization  chart  could  possibly  anticipate  all  the 
possible  situations  that  might  arise  in  the  course  of  business. 
Thus,  for  example,  employees  often  develop  unofficial  lateral 
and  diagonal  relationships  both  for  the  purpose  of  friendship 
and  to  improve  communication  and  integration  between  organi¬ 
zational  parts.  However,  informal  social  groups  develop  norms, 
or  shared  standards  of  proper  conduct,  and  these  norms  sometimes 
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fvinction  to  subvert  the  formal  organization  and  its  goals,  e.g., 
"don't  produce  too  much";  "don't  squeal  when  somebody  breaks 
the  rules" (Roethlisberger  &  Dickson,  1939/1956).  Subversive 
norms  are  most  likely  to  develop  when  the  formal  organization 
is  seen  as  a  threat  to  the  welfare  of  the  informal  group  (Seashore, 
1954) ,  whereas  the  opposite  is  likely  to  occur  when  the  organiza¬ 
tion  is  seen  as  supportive. 

Similarly,  informal  personal  relationships  often  develop 
between  superior  and  subordinate.  This  is  helpful  in  that 
each  will  feel  relaxed  with  each  other  and  communicate  openly. 
Referent  power  and  expert  power  (the  more  effective  forms  of 
power  iYukl,  1981)  may  become  more  prevalent  than 
legitmate  or  coercive  power.  However,  such  relationships 
can  lead  to  biased  appraisals  of  the  subordinate  which  may 
be  especially  harmful  when  employees  are  being  evaluated  for 
promotion.  This  can  be  avoided  to  a  considerable  extent  by 
having  subordinates  work  with  a  ntimber  of  different  supervisors 
and  having  multiple  inputs  into  the  appfaisal  process 
(e.g.,  from  different  bosses,  from  peers,  and  from  subordinates). 

In  all  organizations  some  degree  of  informal  competition 
arises  between  organization  members,  especially  when  performance 
is  measured  and  fed  back  to  the  employees (Locke, 1980) .  And  there  is 
always  competition  for  promotions.  Up  to  a  point  this  can  be 
beneficial,  in  that  competition  is  a  form  of  goal  setting  in 
which  the  other  person's  performance  is  the  goal  to  be  beaten. 


36 


The  tendency  is  for  goals  to  become  more  and  more  difficult 
as  one  person  beats  the  other  and  the  other  in  turn  strives 
to  beat  the  first.  Competition  may  also  produce  high  levels 
of  commitment  since  beating  another  person  is  highly  valued 
by  nsny  people. 

On  the  other  hand,  when  competition  is  formalized  and 
directly  encouraged  by  the  organization,  negative  consequences 
may  result  (Likert,  1961 ) .  Employees  may  take  more  interest  in 
beating  the  other  person  than  in  achieving  the  goals  of  the 
organization.  Crucial  information  may  be  witheld  to  make  the 
other  person  look  bad.  Cooperation  may  be  undermined.  In 
addition,  chronic  losers  may  come  apathetic. 

Cooperation,  of  course,  is  a  cri+.ic?l  requirement  of 
efficient  organizational  fur.ctlcnir.s.  This  is  usually  fostered 
by  the  use  of  various  types  of  cohesive  groups  which  function 
as  integrating  mechanisms  (e.g.,  matrix  systems,  overlapping 
groups,  project  teams  etc.).  Such  groups  often  possess  more 
knowledge  than  any  individual  member  and  promote  the 
coordination  of  a  multitude  of  separate  activities  toward 
crganizr.tional  objectives. 

Hovjever,  when  groups  become  too  cohesive,  they  may  produce 
groupthink,  a  thinking  disorder  in  which  maintaining  group 
solidarity  becwnes  more  importamt  than  rational  thinking 
(Janis,  1972).  Groupthink  leads  to  poor  decision  quality. 

This  may  be  prevented  in  a  n\imber  of  ways,  including  changing 
the  group  composition  reasonably  frequently,  the  use  of  outside 
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experts,  competing  groups  etc.  In  addition,  when  people 
work  as  part  of  a  team  they  typically  put  forth  less  effort 
than  when  working  at  the  same  task  alone,  a  phenomenon  called 
"social  loafing"  (Latane,  1981).  Again  this  may  be  prevented 
by  taking  steps  to  insure  that  the  contribution  of  each 
member  to  the  group  product  is  measured. 

Finally,  a  certain  amount  of  intra-group  and  inter-group 
conflict  is  beneficial  in  that  conflict  may  inply  the  existence 
of  a  number  of  differing  ideas,  which  when  combined  and 
integrated,  may  produce  a  better  solution  than  that  produced 
by  a  conflict-free  group.  However,  excessive  conflict  may  be 
caused  by  fundamental  and  irreconcilable  value  differences 
among  group  members  and  can  lead  to  group  disintegration. 

To  be  beneficial,  conflict  must  be  task  centered  and  involve 
differences  only  within  a  context  of  agreement  as  to  basic 

goals. 
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Figure  1 

Cyclical  Model  of  Need  Satisfaction 
(one  person  on  a  typical  day) 
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friend 
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